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EXECUTIVE BRIEF
JAPAN:
MAKING THE MOST OF 
CURRENT TAILWINDS 
By Odd Per Brekk
How Abenomics is impacting business.
Since the bursting of the asset-price bubble in the 
early 1990s, Japan has faced the formidable challenge of 
boosting growth, ending deflation, maintaining financial and 
H[FKDQJHUDWH VWDELOLW\ DQGVHFXULQJÀVFDO VXVWDLQDELOLW\ -DSDQ·V
rapidly ageing society, entrenched deflationary expectations 
and domestically-oriented economy, combined with sluggish 
JOREDO JURZWK SRVW WKH  JOREDO ÀQDQFLDO FULVLV KDPSHUHG
SROLF\ WUDQVPLVVLRQ$JDLQVW WKLVEDFNGURS LQ ODWH3ULPH
0LQLVWHU 6KLQ]R $EH·V QHZO\IRUPHG JRYHUQPHQW HPEDUNHG
RQ D FRPSUHKHQVLYH VWUDWHJ\ WR UHYLYH WKH HFRQRP\ EDVLQJ
LW RQ WKUHH HOHPHQWV DJJUHVVLYH PRQHWDU\ HDVLQJ IOH[LEOH
ÀVFDO SROLF\ DQG VWUXFWXUDO UHIRUPV WR UDLVH SRWHQWLDO JURZWK
$OWKRXJK$EHQRPLFV DV WKHSROLFLHV FDPH WREHFDOOHGKDV
LPSURYHG HFRQRPLF FRQGLWLRQV DQG HQJHQGHUHG VRPH UHIRUP
LQ ODERXU PDUNHWV ILQDQFLDO PDUNHWV DQG VPDOO DQG PHGLXP
HQWHUSULVHV 60(V LW KDV QRW \HW DFKLHYHG D GXUDEOH H[LW
IURP GHIODWLRQ UHIHU WR )LJXUH  :KDW GR WKHVH WUHQGV
PHDQ IRU EXVLQHVVHV LQ -DSDQ"/HW·V WDNH D FORVHU ORRN DW VRPH
structural aspects of the Japanese economy that directly impact 
EXVLQHVVHV³VSHFLILFDOO\ ODERXU PDUNHW ULJLGLWLHV VKRUWDJH RI
ODERXU DQG WKH ORZ SURGXFWLYLW\ RI 60(V
Easing rigidities in labour markets
/DERXU PDUNHW ULJLGLWLHV DUH D FHQWUDO SDUW RI WKH FKDOOHQJHV
IDFHG E\ -DSDQHVH EXVLQHVVHV 8QHPSOR\PHQW KDV IDOOHQ WR D
\HDU ORZDQG WKH MREWRDSSOLFDQW UDWLR LV DW DQDOOWLPHKLJK
:KLOH ODERXU VKRUWDJHV DUHHYLGHQW LQ VHFWRUV OLNHFRQVWUXFWLRQ
DFFRPPRGDWLRQ DQG IRRG DQG EHYHUDJH ZDJH JURZWK UHPDLQV
ABENOMICS AT WORK
Japan’s economy is in a relatively good place today compared to two years ago, driven by a supportive 
external environment. Fiscal policy has been supportive of growth and monetary policy is now on 
a more sustainable footing. Despite this, wage growth has remained stubbornly low and public 
debt continues to be unsustainably high.
2012 2013 2014 2015 2016 2017
(proj)
2018
(proj)
Real GDP growth (percent change) 1.5 2.0 0.3 1.1 1.0 1.3 0.6
Infl ation (annual average) -0.1 0.3 2.8 0.8 -0.1 0.7 0.6
Unemployment rate (annual average) 4.3 4.0 3.6 3.4 3.1 3.1 3.1
Population growth -0.2 -0.2 -0.2 -0.1 -0.1 -0.3 -0.4
Old-age dependency 37.8 39.8 41.8 43.5 44.9 46.2 47.2
FIGURE 1 Source: IMF
VWXEERUQO\ ZHDN 7KDW RYHUDOO ZDJH
JURZWK LV ODFNOXVWUHZDV XQGHUVFRUHG E\
the outcome of the 2017 spring wage 
QHJRWLDWLRQVZKLFKVKRZHGWKHORZHVWKLNH
LQEDVHSD\ LQ IRXU\HDUV$FDVH LQSRLQW
LV7R\RWD·VEDVHZDJHDEHQFKPDUNRWKHU
Japanese companies use to gauge their 
SD\ KLNHV ZKLFK LQFUHDVHG E\ 
86 D PRQWK EHORZ ODVW \HDU·V
86$VD5HXWHU·VDUWLFOH
SRLQWHG RXW DW WKH WLPH ´)RU D 7R\RWD
PLGOHYHO WHFKQLFLDQ HDUQLQJ 
D PRQWK WKH SD\ LQFUHDVH ZRUNV RXW WR
 SHUFHQW ,W FDQ EX\ RQH ERZO RI
ULFH ZLWK SRUN FXWOHW ZLWK PLVR VDXFH 
on top, a specialty of Nagoya, near the 
7R\RWD KHDGTXDUWHUVµ1
&HUWDLQXQLTXHFKDUDFWHULVWLFVRI WKH
-DSDQHVH ODERXUPDUNHW WHQG WR GDPSHQ
ZDJH JURZWK HYHQ LQ WKH IDFH RI D WLJKW
ODERXU PDUNHW 2QH RI WKHVH LV WKH ORZ
KRUL]RQWDO PRELOLW\ RI UHJXODU ZRUNHUV
8QGHU -DSDQ·V OLIHWLPH HPSOR\PHQW 
system, a wage increase in competitor 
firms may not create a wage pressure 
EHFDXVH ZRUNHUV DUH XQOLNHO\ WR VZLWFK
MREV %\ WKH VDPH WRNHQ ILUPV GR QRW 
KDYH LQFHQWLYHV WRRIIHUKLJKHU VDODULHV WR
DWWUDFW ZRUNHUV )XUWKHUPRUH -DSDQHVH
UHJXODU ZRUNHUV DUH W\SLFDOO\ KLUHG DV
JHQHUDOLVWV DQG DUH H[SHFWHG WR ZRUN LQ
VHYHUDOSRVLWLRQVDQGGXW\ VWDWLRQVZLWKLQ
WKH FRPSDQ\ 7KLV HPSOR\PHQW PRGHO
UHGXFHV LQFHQWLYHVDQG WKHQHHG IRUÀUPV
WR LQFUHDVHZDJHV WRDWWUDFWZRUNHUV IURP
RXWVLGH WRÀOO VSHFLÀFSRVLWLRQVEHFDXVH
H[LVWLQJ ZRUNHUV FDQ EH UHDVVLJQHG WR
SHUIRUP RWKHU WDVNV
6HFRQG -DSDQ·V LQGXVWULDO UHODWLRQV
system tends to emphasise employment 
VWDELOLW\ RYHU ZDJH LQFUHDVHV 8QLRQV
DQG ZRUNHUV DUH ZLOOLQJ WR DFFHSW ZDJH
moderation in exchange for employment 
VWDELOLW\ QRWDEO\ IRU UHJXODU ZRUNHUV
7KLUG -DSDQ·V ODERXU PDUNHW LV
characterised by extreme duality when 
LW FRPHV WR ZDJH EDUJDLQLQJ SRZHU ,Q
WKHSDVWPRVWZRUNHUVZHUHKLUHGXQGHU 
OLIHWLPH FRQWUDFWV (YHQ QRZ ZDJH
EDUJDLQLQJ WDNHV SODFH DW WKH ILUP OHYHO
in coordinated industry-wide bargaining 
rounds, the so-called Shunto +RZHYHU
with the rapid rise in the share of 
QRQUHJXODU ZRUNHUV WKH LPSRUWDQFH
of the Shunto KDV ZDQHG 8QLRQLVDWLRQ
UDWHV KDYH GHFOLQHG DQG ODERXU FRQÁLFWV
KDYHDOOEXWGLVDSSHDUHGVXJJHVWLQJDIDOO 
LQ WKHZDJH EDUJDLQLQJ SRZHU RI ODERXU 
$V D IXUWKHU LQGLFDWLRQ UHDO ZDJHV KDYH 
QRW NHSW XS ZLWK SURGXFWLYLW\ RYHU WKH
past two decades, more so than in most 
FRPSDUDEOH HFRQRPLHV
Fourth, the increasing share of part-
time employment has been a structural 
GHWHUPLQDQW RI GHFOLQLQJ DYHUDJH
ZDJH JURZWK )DFWRUV UHVSRQVLEOH 
for the growth in part-time employment 
include increased participation of 
ZRPHQDQGWKHHOGHUO\$VOLIHH[SHFWDQF\
ULVHVPDQ\SHRSOH DUH ORRNLQJ WRH[WHQG
WKHLU HDUQLQJV SHULRG 7KH SURSRUWLRQ
RI QRQUHJXODU ZRUNHUV URVH IURP 
SHUFHQW LQ  WR  SHUFHQW LQ
0HDQZKLOHSDUWWLPHQRQUHJXODU 
ZRUNHUV· ZDJH SHU KRXU LV DERXW 
KDOI WKDWRI IXOOWLPHUHJXODUZRUNHUV7KLV
KDVVXSSUHVVHGWKHRYHUDOOZDJHELOOGHVSLWH
a labour shortage, putting downward 
SUHVVXUH RQ ZDJHSULFH G\QDPLFV
Finally, low actual and expected 
LQIODWLRQ KDYH FRQWULEXWHG WR VWDJQDQW
nominal wages, the result of an 
entrenched deflationary mindset and 
EDFNZDUGORRNLQJ LQÁDWLRQH[SHFWDWLRQV
8QLRQV DQG HPSOR\HHV ORRN DW SDVW 
headline inflation in their negotiations, 
rather than setting wages in anticipation 
RI KLJKHU IXWXUH SULFHV 3XEOLF ZDJH
VHWWLQJ WDNHV WKH VDPH DSSURDFK 
IROORZLQJ GHYHORSPHQWV LQ WKH SULYDWH
sector rather than leading in line with 
WKH DXWKRULWLHV· LQÁDWLRQ WDUJHWV
Despite being cash rich, Japanese 
FRPSDQLHV UHPDLQ FDXWLRXV JLYHQ
WKH HFRQRP\·V JURZWK RXWORRN DQG
H[SHFWDWLRQV7KH VOXJJLVKZDJHJURZWK 
LQ WXUQ LV LQDGHTXDWH WR DFFHOHUDWH
JURZWKDQG LQÁDWLRQ IXUWKHUHQWUHQFKLQJ
GHÁDWLRQDU\ SUHVVXUHV
The proportion of non-regular workers
20.3%
(2004)
37.5%
(2016)
Workers’ wage (per hour)
Full-time Part-time  
non-regular 
≈50%
,Q 0DUFK  WKH JRYHUQPHQW
XQYHLOHG WKH:RUN6W\OH5HIRUP :65
ZKLFKVHHNV WRDGGUHVVZDJHJDSVEHWZHHQ
UHJXODU DQGQRQUHJXODUZRUNHUV$PRQJ
VHYHUDO PHDVXUHV :65 HQYLVDJHV D
FDS RQ RYHUWLPH WKDW LV H[SHFWHG WR
ERRVW SURGXFWLYLW\ DQG ODERXU IRUFH
SDUWLFLSDWLRQ DQG SURYLGHV DQ H[SDQVLRQ
in childcare facilities to support further 
integration of women in the labour 
PDUNHW 0RUHRYHU WKH PLQLPXP ZDJH
KDV EHHQ UDLVHG E\  SHUFHQW DQG WD[
LQFHQWLYHV IRU ZDJH LQFUHDVHV KDYH EHHQ
HQKDQFHG 0DQ\ DQDO\VWV DUH ZDWFKLQJ
WKLV VSDFH +RZ TXLFNO\ ZLOO WKHVH
FKDQJHV UHYHDO UHVXOWV":LOO WKH WD[ FXWV
SURYLGH DGHTXDWH LQFHQWLYH RU ZLOO
they fall short?
Corporate tax rate cuts and 
JRYHUQDQFH UHIRUPVKDYH \HW WRPRELOLVH
WKH ODUJH FDVK UHVHUYHV RI FRUSRUDWHV
DW DOPRVW  SHUFHQW RI *'3 IRU
SULYDWH LQYHVWPHQW DQG ZDJH LQFUHDVHV
7RJHWKHU ZLWK FRUSRUDWH JRYHUQDQFH
reforms, new trade agreements, including 
ZLWK WKH UHPDLQLQJ WHQ 7UDQV3DFLILF
3DUWQHUVKLS 733 FRXQWULHV DQGZLWK
WKH (8 FRXOG HQFRXUDJH UHVWUXFWXULQJ
LQ WKH VHUYLFH DQG DJULFXOWXUH VHFWRUV
7KH ,0) HVWLPDWHV WKH HFRQRPLF
HIIHFW RI 733 DQG WKH (8-DSDQ
(FRQRPLF 3DUWQHUVKLS $JUHHPHQW
ZRXOG EH  WULOOLRQ  SHUFHQW RI
*'3 DQG  WULOOLRQ  SHUFHQW RI
*'3 UHVSHFWLYHO\ DQG HPSOR\PHQW
ZRXOG LQFUHDVH E\  DQG
 ,W LV DOVR HVWLPDWHG WKDW
733 DQG WKH (8-DSDQ (3$ ZLOO
LQFUHDVH IDUPHUV· LQFRPHE\ELOOLRQ
DQG ELOOLRQ UHVSHFWLYHO\
Diversifi cation and 
enhancement of 
labour supply
2QJRLQJ DJHLQJ DQG WKH GHFOLQH LQ
population size underscore the need 
to further raise participation rates of 
IHPDOHVDQGROGHUZRUNHUVPDNHPRUHXVH
RI IRUHLJQ ODERXU DQG UDLVH SURGXFWLYLW\
through deregulation and support 
IRU LQQRYDWLRQ
'XH WR -DSDQ·V OLIHWLPH HPSOR\PHQW
V\VWHP QHDUO\  SHUFHQW RI PHQ VWLOO
ZRUNDW WKHVDPHÀUPZKHUHWKH\VWDUWHG
DÀJXUHWKDWKDVEHHQYLUWXDOO\XQFKDQJHG
VLQFH  LQ FRQWUDVW D  VXUYH\
GDWD IURP WKH 86 %XUHDX RI /DERU
6WDWLVWLFVLQGLFDWHGWKHVKDUHRIZRUNHUVLQ
WKHVDPHÀUPIRUPRUHWKDQ\HDUVZDV
SHUFHQW+RZHYHURQO\SHUFHQW
of Japanese women stay in the same 
ÀUPDQGWKLVQXPEHUKDVEHHQGHFOLQLQJ
More than 50 percent of women in the 
ODERXU IRUFH DUH QRQUHJXODU ZRUNHUV
FRPSDUHG WRSHUFHQWRIPHQ:RPHQ
FKRRVH QRQUHJXODU ZRUN WR EDODQFH WKH
demands of childcare, elder care, and 
KRXVHZRUN JLYHQ WKH OLPLWHG DYDLODELOLW\
of childcare and nursing facilities as also 
WKH IUHTXHQWGHPDQGV IRURYHUWLPH LQ WKH
OLIHWLPHHPSOR\PHQW V\VWHP7KRXJK WKLV
is not a surprising trend, the disparity in 
lifetime employment between men and 
women in Japan is much greater than that 
LQ RWKHU GHYHORSHGQDWLRQV
:RPHQ HQWHULQJ WKH ZRUNIRUFH
under regular contracts are often 
relegated to lower-paid jobs under the 
GXDOWUDFN V\VWHP³D IDVW WUDFN IRU
management stream employees (career 
WUDFNDQGDVORZSDWKIRUURXWLQHFOHULFDO
ZRUN QRQFDUHHU WUDFN $OWKRXJK ERWK
WUDFNVDUHRSHQWRZRPHQPHQGRPLQDWH
the former, a trend that could reflect 
ERWK D ODFN RI RSSRUWXQLW\ DQG D
conscious choice made by women 
between career and childcare/elder 
FDUH:KLOH WKH WUDFNV VHHP WR EH RSHQ
PRVW HPSOR\HUV PDNH LW WHFKQLFDOO\
difficult to switch from non-career 
WUDFN WR FDUHHU WUDFN E\ LPSRVLQJ KLJK
hurdles such as long tenure in the 
FRPSDQ\ &RPSDQLHV UHTXLUH ZRUNHUV
WR FRPPLW WR WKHLU WUDFN EHIRUH KLULQJ
DQG OLPLW WUDFN VZLWFKLQJ 6RPH
companies mandate relocation as a 
condition for applying for the career 
WUDFN GLVFRXUDJLQJ WKRVH ZKR VKDUH
IDPLO\ UHVSRQVLELOLWLHV PRVWO\ ZRPHQ
:RPHQ LQ WKH QRQFDUHHU WUDFN DUH
GHSULYHG RI WUDLQLQJ RSSRUWXQLWLHV DQG
WKXVKDYHDOLPLWHGFKDQFHIRUSURPRWLRQ
further leading to lower wages compared 
WR WKHLU PDOH SHHUV
7KH WD[ V\VWHP GHWHUV IHPDOH ODERXU
IURP WDNLQJ RQ UHJXODU SRVLWLRQV 0DQ\
QRQUHJXODUZRUNHUV LQWHQWLRQDOO\ FKRRVH
fewer hours or lower wages, as they are 
Work
 Style Reform
(WSR)
Cap on 
overtime
Productivity boost 
and greater 
labour force 
participation
More childcare 
facilities
Further 
integration of 
women in the 
labour market
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exempted from income and residential 
WD[ LI WKH\ HDUQ OHVV WKDQ PLOOLRQ
86 SHU \HDU DQG IURP VRFLDO
security premiums if they earn less than 
 PLOOLRQ 86 SHU \HDU
+RXVHKROGKHDGVFDQDOVRUHFHLYHVSRXVDO
allowance if the second-earner (typically 
the woman) earns less than a threshold, 
which is usually set below the tax or 
VRFLDO VHFXULW\ SUHPLXP WKUHVKROG 7KH
JRYHUQPHQW UDLVHG WKH WKUHVKROG IRU
VSRXVDO GHGXFWLRQ IURP  PLOOLRQ 
86 PLOOLRQ WR  PLOOLRQ
86HIIHFWLYH-DQXDU\
*LYHQ WKH DFXWH ODERXU VKRUWDJH DQG
UDSLG DJHLQJ WKH HOGHUO\ KDYH EHFRPH
LQFUHDVLQJO\ LPSRUWDQW LQ -DSDQ·V 
ZRUNIRUFH 7KH VKDUH RI ZRUNHUV DERYH
\HDUVROGKDV LQFUHDVHG WRSHUFHQW
RI WKH WRWDO ZRUNLQJ SRSXODWLRQ LQ 
2017, compared with 9 percent in 
 0RVW HPSOR\HUV VHW HPSOR\HHV·
UHWLUHPHQW DJH DW  \HDUV DQG UHKLUH 
WKHP XQGHU VKRUWHU ZRUNLQJ KRXUV DQG
lower salary (usually 50-70 percent of 
WKHLU SUHUHWLUHPHQW ZDJH OHYHO XQWLO
they reach the fully-pensionable age of 
 \HDUV *LYHQ D PRUH JHQHURXV WD[
deduction for pensions compared to 
ZDJH LQFRPHPRVW ROGHUZRUNHUVZRXOG 
DFFHSWZRUNLQJXQGHU WKH VDPHHPSOR\HU
ZLWK ORZHU ZDJHV
Due to strict immigration policies, 
WKHVKDUHRIIRUHLJQZRUNHUVLVORZHUWKDQ 
LQ RWKHU DGYDQFHG HFRQRPLHV OHVV WKDQ 
SHUFHQW LQFRPSDUHGZLWK DERXW 
 SHUFHQW LQ WKH 86 DOWKRXJK WKLV 
QXPEHU KDV EHHQ LQFUHDVLQJ (PSOR\HUV 
DUH UHTXLUHG WR SURYLGH SD\ DQG EHQHÀWV
WR IRUHLJQ ZRUNHUV HTXDO WR WKDW RI 
-DSDQHVH FLWL]HQV )RUHLJQ ZRUNHUV DUH
PRVWO\&KLQHVHSHUFHQW9LHWQDPHVH 
SHUFHQW DQG)LOLSLQRV SHUFHQW
and are concentrated in manufacturing 
DQGZKROHVDOH DQG UHWDLO DFWLYLWLHV:KLOH
WKH JRYHUQPHQW UHOD[HG WKH DGPLVVLRQ
UHTXLUHPHQWV IRU KLJKVNLOOHG ZRUNHUV 
SME PRODUCTIVITY IN MANUFACTURING  
BY ENTERPRISE SIZE
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FIGURE 2 Source: OECD SDBS database
DQG DOORZHG IRUHLJQ KRXVHNHHSLQJ ZRUNHUV LQ VSHFLDO HFRQRPLF ]RQHV WKHVH 
SROLFLHV KDYH KDG OLPLWHG LPSDFW LQ UHGXFLQJ ODERXU VKRUWDJHV
Boosting productivity of SMEs
-DSDQHVH FRQJORPHUDWHV DUH ZHOO NQRZQ JOREDOO\ $ OHVVHUNQRZQ IDFW LV WKH VL]H RI 
the SME sector, which accounts for 70 percent of total employment and 50 percent of 
YDOXHDGGHG LQ WKHHFRQRP\'HVSLWH WKHLU IRUPLGDEOH VL]HDQG LPSDFW -DSDQHVH60(V 
SDUWLFXODUO\ WKRVH LQ WKH UHWDLO VHJPHQW VXIIHU IURP ORZ SURGXFWLYLW\ UHIHU WR 
)LJXUH  5HWDLOHUV DUH KLJKO\ UHJXODWHG ZLWK UHVSHFW WR RSHUDWLQJ KRXUV VWRUH VL]H 
SDUNLQJ ORW VSDFHV WR EH SURYLGHG IRU FXVWRPHUV LI WKH UHWDLOHU H[FHHGV D FHUWDLQ 
store size, and the inability of manufacturers and retailers to transact directly 
LQVWHDG KDYLQJ WR XVH ZKROHVDOHUV VXEZKROHVDOHUV DQG HYHQ VXEVXEZKROHVDOHUV
LQ VRPH FDVHV 7KHVH UHJXODWLRQV OLPLW HIILFLHQF\ ZKLOH GULYLQJ XS GRPHVWLF 
HPSOR\PHQW $GGLWLRQDOO\ WKH JRYHUQPHQW KDV D VWULFW DQG H[SOLFLW FRGH WKDW NHHSV 
LQWHUQDWLRQDO SOD\HUV RXW RI WKHVHPDUNHWV
0HDQZKLOH H[SRUWRULHQWHG FRPSDQLHV KDYH EHHQ EHQHILFLDULHV RI FKHDS IXQGV 
IRU GHFDGHV 7KLV KDV OHG WR KLJK OHYHOV RI FDSLWDO LQYHVWPHQW DQG KHQFH OLPLWHG 
Given the acute labour shortage and rapid ageing, 
the elderly have become increasingly important 
 in Japan’s workforce.
VENTURE CAPITAL INVESTMENTS  
IN G7 COUNTRIES
0.35
0.3
0.25
0.2
0.15
0.1
0.05
0
United
States Canada
United
Kingdom France Germany Japan Italy
 Seed/start-up/early stage
 Later stage venture
*2015 or latest available
P
e
r
c
e
n
t
 
o
f
 
G
D
P
*
FIGURE 3 Source: Entrepreneurship at a Glance 2016, OECD 2016
HPSOR\PHQW LQ WKLV VHFWRU2Q WKHRWKHU
hand, Japanese SMEs are, by and large, 
QRW H[SRUWRULHQWHG:LWK 60( OHQGLQJ
EDVHG ODUJHO\ RQ À[HGDVVHW FROODWHUDO RU
personal guarantees, credit is not always 
FKDQQHOOHG WR WKHPRVWSURGXFWLYHÀUPV
Financial sector policies aimed at 
HIÀFLHQW FUHGLW DOORFDWLRQ WR60(VZRXOG 
KHOS WRSURPRWH LQQRYDWLRQSURGXFWLYLW\
DQG LQYHVWPHQW %DQN ORDQV DUH WKH 
SULPDU\ VRXUFH RI H[WHUQDO ÀQDQFLQJ IRU
60(V $OWKRXJK OHQGLQJ WR 60(V KDV 
LQFUHDVHG WRSUHÀQDQFLDO FULVLV OHYHOV LW
is mainly concentrated in construction 
DQG UHDO HVWDWH )LQDQFLQJ FRQGLWLRQV LQ
RWKHUNH\ VHFWRUV VXFKDVPDQXIDFWXULQJ 
,7 DQG VHUYLFHV UHPDLQV VXEGXHG $Q 
2(&' VXUYH\ DOVR VXJJHVWV WKDW DFFHVV
to finance for female entrepreneurs 
LV SDUWLFXODUO\ GLIÀFXOW LQ -DSDQ
3ROLFLHV VKRXOG IDFLOLWDWH WKH PRYH
WRZDUGV PRUH ULVNEDVHG OHQGLQJ³E\
XSJUDGLQJ EDQNV· FUHGLW ULVN DVVHVVPHQW
FDSDFLW\ ORZHULQJ WKH FRYHUDJH RI
SXEOLF FUHGLW JXDUDQWHHV DQG LPSURYLQJ 
UHSRUWLQJVWDQGDUGVRIWKH60(V3ROLFLHV
could also encourage internationalisation 
of SMEs as part of the global supply 
FKDLQ DQG IDFLOLWDWHSURYLVLRQRIÀQDQFLDO 
VHUYLFHVWRZDUGVWKHGHPDQGVRIDQDJHLQJ
VRFLHW\ $OWHUQDWLYH IRUPV RI ILQDQFH WR
SMEs and start-ups, such as asset-based 
OHQGLQJDQGYHQWXUHFDSLWDOFRXOGDOVREH
FRQVLGHUHGDVORQJWHUPJRDOV&XUUHQWO\
DVVHWEDVHG OHQGLQJ EDVHG RQ PRYDEOH
DVVHWV DQG DFFRXQW UHFHLYDEOHV LV OHVV 
WKDQ  SHUFHQW RI WRWDO EDQN ORDQV 
9HQWXUH FDSLWDO FDQ SOD\ DQ LPSRUWDQW 
UROH EXW WKLV UHTXLUHV LPSURYLQJ WKH
HQYLURQPHQW IRU DQJHO LQYHVWRUV ZKR 
QRW RQO\ VXSSO\ ILQDQFH EXW SURYLGH
PHQWRULQJ DQG QHWZRUNLQJ UHVRXUFHV 
UHIHU WR )LJXUH 
Structural reform priorities 
:KDW  -DSDQ QHHGV  WRGD\  LV  D 
FRPSUHKHQVLYH SROLF\ RYHUKDXO WKDW 
exploits complementarities between macro-critical structural reforms and coordinated 
LQFRPH DQG GHPDQG SROLFLHV WKDW ZRXOG KHOS OLIW SRWHQWLDO JURZWK DQG VSXU LQÁDWLRQ 
3ROLF\ IUDPHZRUNV VKRXOG DLP WR ERRVW ODERXU PDUNHW IOH[LELOLW\ DQG ODERXU VXSSO\ 
HQFRXUDJH SULYDWH GRPHVWLF DQG IRUHLJQ LQYHVWPHQW DQG WDS LQWR WKH JURZWK DQG 
H[SRUW SRWHQWLDO RI 60(V 7KH FRPSOH[ FKDOOHQJHV IDFLQJ -DSDQ FDOO IRU D 
PXOWLIDFHWHG HFRQRPLF SROLF\ DSSURDFK %HVLGHV FRQWLQXHGPRQHWDU\ DFFRPPRGDWLRQ 
DQG D IOH[LEOH DQG ZHOODQFKRUHG ILVFDO SROLF\ -DSDQ ZRXOG EH ZHOO DGYLVHG WR 
DFFHOHUDWH VWUXFWXUDO UHIRUPV DORQJ VHYHUDO GLPHQVLRQV
FIRST PRIORITY
/DERXUPDUNHW UHIRUPV WR ERRVW ZDJHV DQG LQFUHDVH SURGXFWLYLW\ 7KH JRYHUQPHQW·V 
QHZ :65 DSSURSULDWHO\ UHFRJQLVHV WKH QHHG IRU EURDG ODERXU PDUNHW UHIRUP 
Today, Japan needs a comprehensive policy 
overhaul that exploits complementarities between 
macro-critical structural reforms and coordinated 
income and demand policies that would help lift 
potential growth and spur inflation.
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Employment protection for regular 
ZRUNHUV LV UHODWLYHO\ KLJK LQ -DSDQ 
&ODULI\LQJ WKH OHJDO IUDPHZRUN IRU
intermediate contracts could help 
promote their use, facilitate a better 
balance between job security and wage 
LQFUHDVHV DQG UHGXFH ODERXU PDUNHW 
GXDOLW\6XSSRUWIRUZRUNHUPRELOLW\DFURVV
ILUPV³LQFOXGLQJ YLD FRQWUDFW UHIRUP
SRUWDELOLW\ RI SHQVLRQV DQG JRYHUQPHQW
SURJUDPPHV³ZRXOG LPSURYH UHVRXUFH
DOORFDWLRQ ZKLOH LQFUHDVLQJ ZDJHV
$FFHOHUDWLQJ WKH ¶HTXDO SD\ IRU HTXDO 
ZRUN· LQLWLDWLYH WRJHWKHU ZLWK WKH
introduction of job descriptions, should 
also help close the wage gap between 
UHJXODU DQG QRQUHJXODU ZRUNHUV
SECOND PRIORITY 
5HIRUPV WR LQFUHDVH SULYDWH LQYHVWPHQW 
DQG SURGXFWLYLW\ %RRVWLQJ SULYDWH
LQYHVWPHQW LV DOVR FULWLFDO WR LQFUHDVLQJ
potential growth and raising employment, 
but it has remained subdued in recent 
\HDUV GHVSLWH IDYRXUDEOH ILQDQFLQJ
FRQGLWLRQV DQ DJHG FDSLWDO VWRFN 
DQG LPSURYHG SURILWDELOLW\ LQ WKH 
FRUSRUDWH VHFWRU 7KH UHVWULFWLYHQHVV 
RI SURGXFW DQG VHUYLFH VHFWRUV LQ 
-DSDQ LV KLJK LQ VRPH DUHDV UHODWLYH 
WR LWV*SHHUV'HUHJXODWLRQ LQFOXGLQJ
UHGXFHG EDUULHUV WR HQWU\ DQG UHPRYDO
of protections to incumbents in some 
LQGXVWULHV LH WHOHFRPVDQGJDVVHFWRUV
DQG WKDW RI SURIHVVLRQDO VHUYLFHV ZRXOG
LQFUHDVH SURGXFWLYLW\
THIRD PRIORITY
7KHUH LV DOVR VFRSH IRU IXUWKHUFRUSRUDWH
JRYHUQDQFH UHIRUP PRUH DPELWLRXV
UHTXLUHPHQWV IRU RXWVLGH GLUHFWRUV
enhanced transparency of beneficial 
ownership, and explicit limits on cross 
VKDUHKROGLQJV ZKLFK VKRXOG LPSURYH
monitoring of firm performance and 
HQFRXUDJH ILUPV WR LQYHVW 3URYLGLQJ
greater clarity on macroeconomic 
SROLF\ IUDPHZRUNV WR UHGXFH SROLF\
XQFHUWDLQW\ SURPRWLQJ WUDGH DQG )',
as well as expediting deregulation in 
Special Economic Zones should also 
KHOSERRVWSURGXFWLYLW\ LQYHVWPHQW DQG
ORQJWHUP JURZWK
FOURTH PRIORITY
'LYHUVLILFDWLRQ DQG HQKDQFHPHQW 
RI ODERXU VXSSO\ 0HDVXUHV WR ERRVW
IHPDOH DQG ROGHUZRUNHU ODERXU IRUFH
participation, as well as hiring more 
IRUHLJQ ZRUNHUV DQG IDFLOLWDWLQJ WKHLU
integration into the economy, are 
FUXFLDO WR FRPSHQVDWH IRU D VKULQNLQJ
ZRUNLQJDJH SRSXODWLRQ (OLPLQDWLQJ
GLVLQFHQWLYHV WR IXOOWLPH DQG UHJXODU 
Odd Per Brekk 
is the Deputy Director of the International 
0RQHWDU\)XQG$VLDDQG3DFLÀF'HSDUWPHQW
7KHPDWHULDOLQWKLVDUWLFOHLVGHULYHGIURP 
the International Monetary Fund’s report, 
“Article IV Consultation—Press Release,  
6WDII5HSRUWDQG6WDWHPHQWE\WKH([HFXWLYH
'LUHFWRUIRU-DSDQµSXEOLVKHGLQ-XO\
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1 7HWVXVKL.DMLPRWR´:RUNHUVDW-DSDQ·V7RS
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$EHQRPLFV6HWEDFNµ5HXWHUV0DUFK
The success of Abenomics 
rests precariously on 
expectations.
ZRUN VWHPPLQJ IURP WKH WD[ DQG VRFLDO
security system, and increasing the 
DYDLODELOLW\ RI FKLOGFDUH DQG QXUVLQJ
facilities, could help boost labour 
VXSSO\ )OH[LEOH HPSOR\PHQW DQG D
wage system based on ability rather than 
seniority should be encouraged, and 
ÀUPV·ULJKW WRVHWDPDQGDWRU\UHWLUHPHQW 
DJH VKRXOG EH DEROLVKHG
$OO WROG WKH VXFFHVV RI $EHQRPLFV 
UHVWVSUHFDULRXVO\RQH[SHFWDWLRQV:KDW
Japan needs today is a set of mutually 
reinforcing policies and strategies that 
ZLOO VWLPXODWH JURZWK DQG HPSOR\PHQW
Many of the policy measures geared 
to spur wages and bolster growth 
KDYH DOUHDG\ EHHQ LGHQWLILHG LQ WKH
JRYHUQPHQW·V VWUDWHJ\ +RZHYHU VRPH 
gaps remain—implementation horizons 
could be more ambitious and clearer 
SULRULWLVDWLRQ LV QHHGHG
SPECIAL SUPPLEMENT
AI:
AUGMENTATION, 
MORE SO THAN 
AUTOMATION 
By Steven Miller
A managerial 
perspective on 
how fi rms can 
effectively deploy 
human minds 
and intelligent 
machines in the 
workplace.
Integrating AI-enabled automation 
with people into workplace processes and 
societal systems is a complex and evolving 
challenge. This special supplement, 
exclusively available online,  provides an 
overview of how AI is being deployed 
in companies, based on findings from 
very recent research and examples from 
Singaporean companies. It also offers 
insights relevant to integrating people 
with smart machines to do other cognitive 
types of work and highlights adaptation 
in employee roles as companies increase 
the usage of AI-enabled systems.
This leads to a discussion on how 
we should fundamentally rethink the 
standard partnership of human minds 
and increasingly intelligent machines. 
The answer cannot be through automation 
that is mainly focused on displacement 
of human labour and minds. In this new 
age of AI-enabled smart machines, the 
Steven Miller 
is the Vice Provost (Research) and Professor of 
Information Systems (Practice) at Singapore 
Management University
This special supplement is 
exclusively available online at 
https://cmp.smu.edu.sg/ami
key is to find the right combination of 
using highly adaptable and versatile 
KXPDQHPSOR\HHVZLWKKLJKO\HIÀFLHQWDQG
consistent machines that are increasingly 
intelligent, though in limited ways. Such 
a human-machine symbiosis will help 
organisations harness the forces associated 
with the acceleration of change in ways 
that can lead to growth as well as to 
productivity increases.
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